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Abstract. Are search engines liable for trademark infringenfen offering trademarks as
‘keywords’ to others than the trademark owner?hs &ct of displaying or arranging the display
of an advertisement for identical or similar goddsthat of a registered trademark that has been
selected and stored by an internet service providéinging the trademark owner’'s exclusive
right? Is the act of providing an information sagiservice in e-commerce unlawfully encumbered
by a flood of trademark complaints? The answer ddpeon perspective. This article discusses
alternative ways of bridging grey areas betweenmnamizing legislation. It stops to ask whether,
instead of how rights apply in new settings. licdisses the process of decision-making; i.e. how
different approaches to interpretation affect difiet right positions. On the one hand, it considers
trademarks as property that confers on the ownerigat to exclude others, when harm is
established. It asks what property protection datgr trademark owners, in theory and practice.
On the other hand, it considers other interestdliexpr implicit in legislation and weighs them
against the legitimate interests of trademark owsnein new settings. It compares these
approaches by using concrete examples from EU casésconcludes that there are alternative
ways of bridging the gap between overlapping antflzing directives.
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1. Introduction

Are search engines liable for trademark infringetrfen offering trademarks as ‘keywords’ to othehaut the
trademark owner? Are buyers of trademarks as keysv@rohibited from advertising their own goods or
services in Sponsored links? Does it make a difiesgeif the goods offered for sale and advertisea keyword-
triggered advertisement are legally obtained, sodd manufactured or counterfeit? These were thadbro
questions that the ECJ considered in its Grand ®kamuling in the so calleGoogle Adwords-case. The
court was however, forced to express its answer gpecific trademark provisions; namely Articleari 6 of
the Trade Mark Directive (89/104/BCon the one hand, and the general provisions efdhsely harmonizing
E-Commerce Directive (2000/31/BY®n the other. In between lies a grey area, whather directive expressly
considers; that of contributory infringement or@edary liability for trademark infringement and tiud liability

for uses of trademarks on the internet and in @agt, in internet advertising. However, a thirdedtive, the

1 Joined cases C-236/08, C-237/08 and C-238/08 @daghce, Google Inc. v. Louis Vuitton Malletiepdgle France v.
Viaticum Luteciel, Google France v. CNRRH Pierre-AteXhonet, Bruno Raboin, Tiger, a franchisee of Un@imnd
Chamber 23.3.2010, OJ C 134, 22.5.2010, p.2-3, ECRO[A602417 (Google Adwords)

2 First Council Directive 89/104/EEC of 21 Decembe8d$0 approximate the laws of the Member Stategting to trade
marks OJ L 40, 11.2.1989, p. 1-7 (Trademark DivegtiDirective 2008/95/EC of the European Parlianaemt of the
Council of 22 October 2008 to approximate the lafihe Member States relating to trade marks (Cadifiersion) OJ L
299, 8.11.2008, p. 25-33.

3 Directive 2000/31/EC of the European Parliament@fithe Council of 8 June 2000 on certain legatatpof information
society services, in particular electronic commeircéhe Internal Market OJ L 178, 17.7.2000, 168 (E-Commerce
Directive).
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Enforcement Directive (2004/48/E)ilts the game in favour of trademark owners alipwing for preliminary
injunctions to issue against intermediaries, seglyjmegardless of fauft.

This article discusses alternative ways of bridggrgy areas between harmonizing legislatitinstops to
ask whether, instead of how rights apply in newirsgs. It discusses the process of decision-makieghow
different approaches to interpretation affect défe right positions. On the one hand, it considexdemarks as
property that confers on the owner a right to edelothers, when harm is established. It asks wiaiepty
protection entails for trademark owners, in theangl practice. On the other hand, it considers dtiterests
explicit or implicit in legislation and weighs theagainst the legitimate interests of trademark asjni@ new
settings. It compares these approaches by usingretenexamples from EU cases and concludes thad e
alternative ways of bridging the gap between oygilag and conflicting directives.

Is theact of displaying or arranging the display of an adserent for identical or similar goods to that of a
registered trademark that has been selected aretdty an internet service provider infringing tr@demark
owner’'s exclusive right? Is thact of providing an information society service in @umerce unlawfully
encumbered by a flood of trademark complaints? dim®wver depends on perspective. Therefore, | atate t
courts should tread carefully, when interpretingasfic provisions that trigger interests that aot addressed in
the substantive legislation in question, where aenyeneral consideration, in light of EU primary]anay be
appropriate.

2. Factual and normative background

2.1 Internet Referencing Services and Keyword Ardveg

Google is the world’s largest search engine andflggship of Google Inc., operating with a missitin
organize the world's information and make it ursadly accessible and usefll.The Google search engines
operate at www.google.com and 150 other domairdiffarent countries and languages. In addition, g®o
offers many other servicksapplication§ software and search featuteBoogle services are mostly free for both
private and business users, and Google financeeiitsces through selling advertising space osites'® For
this purpose, Google operates Google Adwords, @oAdBSense and supporting tools such as Google Acgly
Website Optimizer, Insights for Search and AdPlarth&he services that trigger questions of tradennkdre
the so called Sponsored links in search results@magle’s Adwords program. Although Google provides
‘Trademark Complaint Procedure’, under which theyeistigate trademark complaints regarding the speds
links, Google does not offer a notice-and-take d®ervice. Instead, Google encourages trademark rgwoe
contact the individual advertiser that accordingtmgle’s AdWords and AdSense Trademark Policy is

4 Directive 2004/48/EC of the European Parliamentafrttie Council of 29 of April 2004 on the Enforcemef Intellectual
Property Rights (Text with EEA relevance) OJ L 130.4.2004, p. 45-86 (Enforcement Directive).

5 Article 11 of the Enforcement Directive, Injunaigr Member States shall ensure that, where a aldlecision is taken
finding an infringement of an intellectual properight, the judicial authorities may issue agathstinfringer an injunction
aimed at prohibiting the continuation of the infflment. Where provided for by national law, non-ptiamce with an
injunction shall, where appropriate, be subjed tecurring penalty payment, with a view to ensgigompliance. Member
States shall also ensure that right holders aaepiosition to apply for an injunction against intediaries whose services are
used by a third party to infringe an intellectuedgerty right, without prejudice to Article 8(3) Dfirective 2001/29/EC.

& Company overview at http://www.google.fi/intl/eafporate/ (last visited 15 Apr.2011).

" Google Maps, Google Books, Google News Archive.

8 Gmail, Google Calendar and Google Docs.

° Google Toolbar, Google Chrome, Personalized Search.

10 Opinion of the Advocate General in C- 236/08-288(Boogle v. Vuitton et. g122.9.2009at 13 (AG Opinion Google
Adwords).

1 Company overview at http://www.google.fi/intl/eafporate/ (last visited 15 Apr. 2011).
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responsible for the keywords selected. Google dméshave a complaint procedure for trademark coimisla
regarding natural results.

2.2 Harmonizing Legislation

Article 5.1" of the Trade Mark Directive entitles the tradempréprietor to prevent all third parties not having
his consent from using in the course of trade:

a) any sign which is identical with the trade markéfation to goods or services which are identicidhw
those for which the trademark is registered and

b) any sign where, because of its identity with, anikrity to, the trade mark and the identity or gamity
of the goods or services covered by the trade madkthe sign, there exists a likelihood of confasio
on the part of the public, which includes the likebd of association between the sign and the trade
mark.

Protection under Article 5.1, although ‘absolutaeder Article 5.1(dY, is deception-based, i.e. protection is
dependent on consumers being either presumablieady kconfused or mislead about the commercialiorif
the goods or servicés.There is constant pressure on courts to recogsuzealled property-based protection
under Article 5.1° which protects the communication, advertising anestment functions of the trade mark
and entitles the proprietor to prevent interferewite the communicative message of the trade mark.

For the purposes of understanding the reasonirigeo€ourt, it is central that the ECJ did not apptothe
question from a property-based rationale givingreasing weight to repute, investments and elemehts
fairness. Instead, it approached the question tlmertypes of uses the trademark owner is entiteegrohibit.
Article 5.3 lists some uses that the trademark ovwsentitled to prohibit:

12 http://adwords.google.com/support/aw/bin/answéthpyen&answer=6118 (last visited 15 Apr. 2011).

13 The issue of extended protection for renowned malside-stepped here, since it does not affectighility of internet
service providers. As we shall see, the court bassed to categorize the sale or offering for sélkeywords as infringing
per se(Google Adwords, Case C-278/BergSpechte[2010] ECR 0000, order in Case C-91/@%.de 26 March 2010,
Case C-558/08ortakabin [2010] ECR 0000). Art. 5.2 of the Trade Mark Direetprovides for additional and enhanced
protection for trademarks with a reputation. Thertan the Google Adwords-case concluded that pinéssision does not
apply to the question whether an internet servioziger is liable, since it does not use the tradek as a mark (para.104).
The court, although recognizing that this provisieould be relevant for the liability of tHmuyerof the keyword (para 103),
this situation was not at issue, therefore notutised in the case (Cases before the ECJ againstiybe (inot ISP) of the
keyword i.e.BergSpechtegis.de, Portakabialready decided and Case C-323/0®rflora and Case C-324/09;0Oreal v.
eBaywere only the Advocate General opinion is avadabill be discussed only for the benefit of thoroudjkcussion on
the issue of ISP liability)

The AG discusses this issue in his opinion in Ca82809,Interflora Inc, Interflora British Unit v. Marks &pencer plc,
Flowers Direct Online Limitedelivered on 24.3.2011, concluding that protectiader Article 5.1 and 5.2 are not paralell in
the sense that e.g. use of an identical famous oraiientical goods or services could precludessssent under Article 5.2
or create a situation where only Art. 5.1 a wouglg (para 62). An artificial barrier should not fz@sed between the two by
interpretation, instead detriment to the protedtetttions of the trade mark is central under botticke 5.1 and 5.2 (para
59) and dilution (blurring, tarnishment, free-rigjnmay occur under Article 5.1 (a) as well (para. Gowever, assessment
of dilution is always guided by Article 5.2 to pet separate lines of interpretation emerging (pdda A situation, where a
mark could be diluted under Art. 5.1 (a), althougi renowned within the meaning of Art. 5.2. is possible.(para 62-63).
14 10th Recital of the Trademark Directive.

15 AG opinioninterflora, see supra note 13, at 50.

18 Such protection is to some extent recognized ukder5.2 of the Trade Mark Directive (preventingé-riding on the
coat-tails of the marks distinctiveness or repatatind blurring or tarnishment), although, notténpurest form, i.e. allowing
proprietors absolute control of all uses of thel¢ranark absent harm to the protected functionkefrade mark.

7 Which have been partially successful (e.g. Case@)&@, Arsenal [2002] ECR 1-10273, Case C-487/07Qreal v
Bellure [2009] ECR [-05185) and partially unsuccessful .(€gse C-48/05Adam Opel[2007] ECR 1-01017 and Case C-
228/03,Gillette, [2005] ECR 1-02337).
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a) affixing the sign to the goods or to the packaghmeyeof;

b) offering the goods, or putting them on the markettocking them for these purposes under that sign,
offering or supplying services thereunder;

c) importing or exporting the goods under the sign; or

d) using the sign on business papers and in adveytisin

This list is, however, neither exhaustive nor tatbto internet commerdé.

Article 6 of the Trademark Directive, on the otland, provides for limitations on the trade markneris
right™®, thus entitling a third party from using, in theucse of trade, (a) his own name or address; (t¢ations
concerning the kind, quality, quantity, intendedpmse, value, geographical origin, the time of picithn of
goods or of rendering of the service, or other abti@ristics or goods or services; (c) the tradekmdrere it is
necessary to indicate the intended purpose of duptoor service, in particular as accessories aresparts;
provided he uses them in accordance with honestipea in industrial or commercial matters.

Furthermore, Article 7 of the Trademark Directiveeyents the proprietor from exercising the right to
prohibit the use of the trade mark on goods, wihiake been put on the market under that trade mahktiae
trade mark owner’'s consent, unless there exisitifege reasons to oppose further commercializatibthe
goods, especially where the condition of the gosdshanged or impaired after they have been puthen
market. Settled case la%indicates that legitimate reasons do not exidesmserious damagds caused to the
legitimate interests of the trademark owner andntieee fact that a third party sells goods at a tovize, at a
differerrélzt venue or without expressed consent otrobof the trade mark owner does not amount tegiimate
reasorf.

Under the doctrine of exhaustion to which Articlewes its origin, the trade mark owner is thus preed
from artificially partitioning the market by e.grqventing importation of goods that have been plame the
market elsewhere in the E¥. The purpose of the exhaustion of rights rule wdé frustrated, if the trademark
owner would not also be prevented from exercishegright, when a third party advertises or promgesds
that have been acquired legally under the exhaustile?* Serious damage exists when 1) a trademark seyiousl!
damages the reputation of that nfarkor 2) the reseller through its advertising intésathat there is a
connection between the reseller and trademark jetopf®

18 The ECJ notes that a directive from 1989 couldpusssibly have envisaged modern uses of trademarkkeinternet.
Arsenalat 38;Gillette at 28;Adam Opeht 16 supra note 17 a@bogle Adwordsat 65 and 66.

19 Thus, a defense under Article 6 presupposes tlealige of action under Article 5 exists. Trittorgvi, Edenborough,
Graham, Malynicz and Roughtdntellectual Property in Europe8™ Ed. (Sweet & Maxwell 2008) at 357.

20 Case C-63/9BMW [1999] ECR 1-905 at 29; Joined Cases C-414/99 to @381Zino Davidoff and Levi Straugg001]
ECR 1-8691at 40; Case C-244/0@an Doren + Q[2003] ECR I-3051 at 33; Case C-16/@gak Holding[2004] ECR
I-11313 at 34 and Case C-59/08pad[2009] ECR 1-3421at 41.

2L Thus, damage within the meaning of Article 5.2slnet automatically amount to serious damage wittnmeaning of
Article 7.2. See also Tritton et al, at 377.

22 uthe fact that a reseller, who habitually markatticles of the same kind but not necessarily efshme quality, uses for
trade-marked goods the modes of advertising whietcastomary in his trade sector, even if theyratethe same as those
used by the trade mark owner himself or by his apga retailers, does not constitute a legitimassoa, within the meaning
of Article 7(2) of the Directive, allowing the ownt oppose that advertising, unless it is establisthat, given the specific
circumstances of the case, the use of the tradk imaine reseller's advertising seriously damagesréputation of the trade
mark.” Case C-337/9Barfums Christian Dior v Evor&CR [1997] I-6013 at 46.

23 The exhaustion doctrine is closely linked to thigins of now Articles 30 and 34 of the TFEU anddees on preserving
the free movement of goods; exhaustion of rightthiss an exception to the exception that MembeteStenay protect
intellectual property rights as long as protectioes not constitute an arbitrary or disguised icti&n of trade.

24 parfums Christian Dior v Evorasupra note 22.

% parfums Christian Dior v Evoraupra note 22, at 46, aBi\W , supra note 20, at 49

2 BMW at 51 and 52 and Case C-348KBehringer Ingelheim and Othe2007] ECR 1-3391at 46.
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The E-Commerce Directive defines ‘information ségiservices’ as any service normally provided for
remuneration, at a distance, by electronic meadsaathe individual request of a recipient of seest’ Article
6(b) of the E-Commerce Directive further requirgsittthe natural or legal person on whose behalf the
commercial communication is made shall be cleadbntifiable. Articles 12-14 exempt information stgi
services from liability under specific circumstagcevhen it engages in ‘mere conduit’ of informatiar
‘caching’, i.e. the automatic, intermediate and genary storage of information, or when ‘hostingg.istores
information at the request of a recipient of theviee. Article 15 prohibits member states from irsjmgy on ISPs
a general duty to monitor or actively seek factidating illegal activity on their sites.

2.2 The AG opinion in Google Adwords — Addressungstions of direct, indirect and contributory
infringement

Three cases, where Google had been held guiltyfohgement®, as an accessory to infringenféretnd jointly-
infringing with the operators of the services thatl bought the offending key wdfdwhere referred to the ECJ
for preliminary ruling on the issue of liability f@&oogle. The first case brought by Louis Vuittoancerned the
keyword advertisement by a vendor of counterfeibdgtriggered by the search term ‘Louis VuittonheT
second case, involved the trademarks ‘Bourse dés,\Bourse des Voyages’ and BDV registered to i¢ian,

an information technology service catering to ttamgencies. A competing service had bought keywords
corresponding to the trademarks, which triggerededisements under the heading ‘Sponsored Links’ on
Google’s site. Similarly, the third case involved naatrimonial agency service that traded under the
‘Eurochallenges’ mark, which had been bought asyavkrd by competitors.

The relevant services were described in the AGiopias follows:

“On entering keywords into [the] search enginegiinét users are presented with a list of
natural results. These natural results are seleatddanked according to their relevance to the
keywords. This is done through the automatic atbors underlying the search engine

program, which apply purely objective criteria.

Google also operates an advertisement system ca@ltdd/ords’, which enables ads to be
displayed, alongside natural results, in respoadeeywords. Ads typically consist of a short
commercial message and a link to the advertisaétes they are differentiated from natural
results by being presented, under the heading fiSped links’], either at the top of the page,
against a yellow background, or on the right-haidé.sGoogle’'s main competitors (Microsoft
and Yahoo!) operate similar advertising systems.

Through AdWords, Google allows advertisers to gelezywords so that their ads are
displayed to internet users in response to theyesftthose keywords in Google’'s search
engine. Every time an internet user subsequeritigcbn the ad’s link, Google is remunerated
in accordance with a price agreed beforehand épger click’). There is no limit to the
number of advertisers that can select a keyword, ifall the ads relating to that keyword
cannot be displayed at the same time they willayked according to the price per click and
by the number of times that internet users haveigusly clicked on the ad’s link.

27 Article 2(a) of the E-Commerce Directive is based Article 1(2) of Directive 98/34/EC on technicahsdards and
regulations OJ 1998 L 204, p.37.

28 C-236/08 Google France, Google Inc. v. Louis Vuitton Mabeti

29.C-237/08 Google France v. Viaticum Luteciel

30 c-238/08,Google France v. CNRRH Pierre-Alexis Thonet, Bruabdi, Tiger, a franchisee of Unicis
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Google has set up an automated process for thetisel®f keywords and the creation of ads:
advertisers type in the keywords, draft the comimkronessage, and input the link to their site.
As part of this automated process, Google provim@onal information on the number of
searches on its search engine featuring the sdlketavords, as well as related keywords, and
the corresponding number of advertisers. Advedisan then narrow down their selection of
keywords in order to maximize the exposure of thes.”31

The AG opinion addresses the issue of liability émntributing to infringement based on the division
between property rules and liability ruf€sHe finds the origin of the concept of contributamjringement that
the trademark owners refer to in the United State$ the Lanham AGE Under this theory, all acts that may
contribute to a trademark infringement are conrgcémd therefore, one instance of infringementeeisfly
counterfeiting, taints all uses of the AdWords-eystin relation to that site. Therefore, it shoutdvaithin the
realm of acts that the trademark owner is entittedrevent relying on its property right. Otherwitfgrd parties
could freely facilitate infringement and interfendth property rights without consequencéésihe AG rejects
this theory as foreign to trademark protection indpe. In Europe, this issue is traditionally addesl through
the laws on liability and torft

The AG rejects also an attempt to expand prote&i@mn further, by enforcing the property rightristances
where there is merely a possibility that a systeay ime used for infringing purposes. This wouldfie@ mean
that any use of a trademark as a keyword wouldrbelyded under the trademark righiThe AG emphasizes
that regardless of even the strongest protectlun ptotection is never absolute, and must be bethagainst
other interests such as freedom of expressionraedém of commerc¥.

Thus, the issue of liability of ISPs is in Europelaround the world discussed under the seconiditly
— heading, presupposing tort-based accountaBflitg. primary conviction for direct infringement is no
required®, although the presence of such an underlying fdirect infringement is necessary. Particularty, i
civil law countries liability is based on a genetat rule from which a duty of care can be derif®d

31 AG Opinion Google Adwords, supra note X,9-12. Footnote and paragraph numbering hasrieesoved. However,
due to litigation Google has changed its policydome countries.
http://www.google.com/intl/en/tm_complaint_adwoshplaint.htnh (last visited 15 Apr. 2011).

32 AG Opinon Google Adwordat 48-50.

% anham Act 15 U.S.C. § 1051.

3 AG Opinon Google Adwordsit 47-48. On the origin of contributory infringemen US Patent Law see Lemley,
“Inducing Patent Infringement”, 39 U.C. Davis L.R0Q5) 225, at 227.

% AG Opinon Google Adwordat 48-50. It should be noted, as the AG also steetisat the Supreme Court of the United
States has interpreted the Lanham Act to requireentttan a showing of contributory infringement, ahds in effect
adopted a liability regime based on tort law. AGirtign Google Adwords at 48 footnote 19 citihngvood Laboratories v.
Ives Laboratories456 U.S. 844 (1982).

38 AG Opinon Google Adwordat 49.

37 AG Opinon Google Adwordat 101-103.

%8 AG Opinon Google Adwordat 48 and 50.

39 Unlike, the strict definition of secondary lialyliin the United States. While, rules in the UnitSthtes are patent,
copyright or trademark specific they tend to beeblasn more general common law or civil law ruleseelhere. Dixon,
Allen N. ‘Liability of users and third parties facopyright infringements on the Internet: overview international
developments’ in Alain Strowel (EdBeer-to-peer File Sharing and Secondary LiabilityGopyright Law(Edgar Elgar,
2009) at 15 and 42.

40 Edwards at 49 and 62.
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3. The ECJ’s Approach to Bridging the Grey Area

3.1 Trade Mark Use

The referring courts essentially asked:

1. whether Article 5.1(a) and (b) of the Trademntective should be interpreted to mean that
a trademark owner is entitled to prohibit a thirartg (Google) on the basis of a keyword
identical with, or similar, to a registered tradeknftom displaying, or arranging the display
of an advertisement for goods or services identaralsimilar to those of the registered
trademark that has besglected and storeig connection with amternet referencing service
without the consent of the trademark proprietor?

Since the cases at hand only involved uses forticldnmarks on identical goods or services, thertcou
limited its answer to Article 5.1 (4).However, the court also considered the issue Bfitfringement from the
point of view of Article 5.2. In order to fall with the ambit of Article 5.1(a) the use, under sekttase law,
must constitute; ‘use in the course of trade’, ‘irseelation to goods or services’ and a ‘use katal have an
adverse effect on the functions of the tradem&rii/hen use occurs in the context of commercial dgtivith a
view to economic advantage and not as a privatéeemiatamounts to use in the course of trade. Adiogrto the
court, it is clear that Google, when it stores agwords, signs which are identical to trademarks displays
ads on the basis of them to others than the tradeavener and without its consent, operates in therse of
trade. However, it does not follow that Google Sisthe trademarks, because tteferencing servicallows
advertisers to use the trademarks for this purfibse.

Therefore, the court only assessed, whetitbrertisersthat use Google’s service are using the mark ‘in
relation to goods or services'. The court referé\tticle 5(3), which provides a non-exhaustive b$tuses that
the trademark owner is entitled to prohibit; theref these uses certainly are uses ‘in relatiogaods or
services'. Although the court recognized that cotibpes intend to offer consumers an alternatived dmat
consumers tend to expect ‘hits’ including altervedi when typing the trademark into the search rengi
offering internet users alternative goods or s@wiconstitutes use in relation to goods or serwa#sn the
meaning of Article 5, and is therefore a use, whieghtrademark owner is entitled to prohffjit.

Nevertheless, the trademark proprietor may notgarea use that does not adversely affect the funstof
the trademark. It is clear that uses that fall imittthe clear exceptions) Article 6 or 7 do not éauch adverse
effect. However, these provisions were not at isaubese caseS.The court reiterated its settled case law; the
essential function of a trademark is to guararteeidentity of the origin of the marked goods awem to the
consu4r(r31er or end user by enabling him to distingtireh goods or services from others which have amoth
origin.

Therefore, the origin function is adversely affelctevhen theadvertisementloes not enable a normally
informed or reasonably attentive internet useremables them only with difficulty, to ascertain e the
goods or serviceeferred to by the adriginate from the proprietor, an undertaking ecoially linked to it; or
by contrast from a third parfy.The simultaneous display of the trademark and rdidireg ‘on screen’ may

4! Google Adwordst 46.

42 Case C-17/0€éline[2007] ECR 1-7041 at 16; order in Case C-62(0BV North America[2009] ECR 1-0000 at 42;
L'Oréal v Bellureat 58 supra note 17 a@bogle Adwordst 49.

43 Google Adwordsit 55-56.

4 Google Adwordsit 72-74.

45 Google Adwordsit 80.

48 Google Adwordsat 82 citing Case C-39/9Zanon[1998] ECR I-5507 at 28 and Case C-120X€dion [2005] ECR |-
8551 at 23.

47 Google Adwordst 84 citing Celine, see supra note 42, at 27
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indicate that a link between the trademark anditparty exists; and notwithstanding the intere$twio trading
and consumer protection, must constitute a usethkarademark owner is entitled to prohibit, wltemsumers
erroneously perceive that the goods or servicegnatie with the trademark own&r.

The court then considered, whetlkeyword advertisingnay have adverse effect on the advertising functio
of the trademark, i.e. “adversely affects the pigtpr's use of a mark as a factor in sales promotio as an
instrument of commercial strateg}”. The trademark owners argued that the keyword systed the
technological nature of Google’s search engine Adords service raised their costs of advertisimggause
they were forced to pay more for a high-rankingtspdoth the natural results and the sponsordga limhese
arguments did not persuade the court, which foum@adwverse effect on the advertising function basedhe
existence and operation of a search engine anchétteeferencing service with corresponding autémranking
of the displayed resulS.

The court found that vendors of counterfeit merclisa i.e. imitations of trademarked goods, attetmfitee
ride on the power of attraction, reputation andspige of the mark and thereby adversely affectinkiestment,
communication and advertising functions of the nlaykhe selection of keywords. An adverse effecsdoot,
however, follow from the existence of an interreferencing service, where the ISP is not usingkéysvord as
a trademark, but only stores and arranges theagisglkeywords”

3.2 Exemption from Liability

The second set of questions concerned whethercthatyaof Google could be considered ‘hosting’ ahdis be
exempted from liability under Article 14 of the EB@merce Directive. Article 14 in relevant part read@here
an information society service is provided thatsists of the storage of information provided byeipient of
the service, Member States shall ensure that theceeprovider is not liable for thmformation storedat the
request of a recipierdf the service, on condition that:

a) the provider does not hawaetual knowledgef illegal activity or information and, as regarmaims for
damages, is not aware of facts or circumstances fndiich the illegal activity or information is
apparent; or

b) the provider,upon obtaining such knowledge or awareness, agisdtiouslyto remove or to disable
access to the information.

The Court concluded that some of Google activitiesy fall within the definition of ‘information soeiy
service’ within the meaning of the E-Commerce Direx; and may further constitute hosting within the
meaning of Article 14, provided that Google’s r@deof a mere technical, automatic and passive eatuhich
points to a lack of knowledge of illegal activi§Thus, the role of the ISP must be neutfdflowever, neither
the fact that the referencing service is subjegapment and Google sets the terms for such paymenthat it
provides general information to its clients, rem®@oogle’s activities from the realm of the possilbility-
exemptior* Neither, to that effect is it sufficient that tkeyword is identical to a tradematkThe court, does
however, deem relevant for the assessment of thatiey of Google’s role, whether they play a ratethe
drafting of the commercial message or in the silraif keywords?® An active role would exclude application
of the liability exemption.

48 Google Adwordst 85-90.

4° Google Adwordst 92.

0 Google Adwordst 91-98.

*1 Google Adwordsit 100-105.

%2 Citing 42nd recital of the E-Commerce Directive.
%3 Google Adwordsit 114-115.

% Google Adwordsit 116.

%5 Google Adwordst 117.

%8 Google Adwordst 118.
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4. Why ask the broader question?

4.1 Does a distinction between direct and indireats of infringement matter?

As noted above EU trademark law does not distifiglistween direct and indirect infringement. From a
historical perspective this makes perfect senseesirademark rights are only applicable in theneveat the
use of a sign on goods or services causes conflmbmeen the sign and the registered trade mads th
presupposing some conceptual link or relationsleifpvben the commercial actors in the market placeadse

of action only exists, when a third parttges(a direct act) an identical or confusingly simitaarkfor identical

or similar goods or servic&$ Article 5(3) of the Trademark Directive also seemdist direct and positive acts
that constitute infringement; affixing the signdoods or packaging, offering, stocking, supplyiimgporting,
exporting goods under the sign and using the sigbwsiness papers and in advertising. Intent tonigpé is
assumed from the acts themselves.

Similarly, the act obffering counterfeit goods for saten a commercial scatonstitutes ‘willful’ trademark
infringementirrespective of any true intemtf the defendant. Again this is a natural consaqeef perceiving
the trademark right as a negative right; the righeffectively and efficiently enjoin certain typeSconduct that
are universally? considered harmful. Removing procedural, practaoad legal hurdles to effective redress is
central for the proper functioning of the contengsgrtrademark system. However, where the primamedy is
a preliminary or permanent injunction, the rightsnbe properly define®. Thus, whileindirect actssuch as
facilitating infringement, contributing to infring@ent or possible duties of care for those who e position to
stop large scale infringement, are not traditignatldressed in EU trademark law, tldaallenge trademark law
in three ways:

1) are other thadirect actsinfringing;
2) are other thaimtentional actsnfringing; and

3) areacts or non-acts of intermediariesnetheless sanctionabife.

But discussing whether acts are infringing is mmdgible before considering what the right entdltat are
the contours of the property right in a trademavk@ must ascertain not only what the property ratien
underlying trademark protection gives to the ow(@sistence of a right), but also what it entailstfte exercise
of exclusive rights. Trademarks are intangibi¢isat manifest themselves primarily in signs, sytsbeolors and
shapes or their combinatiGh.Exclusive rights in a trademark can, under EU dradrk law, arise through
national or EU-wide registration or under nationdés that allow protection of non-registered maikse same
mark for the same goods or services can thus listeeed to different entities in different terries® Rights

> MacQueen, Waelde, Laurie and Brov@gntemporary Intellectual Property Law and Poli@ Ed. (Oxford University
Press 2011) at 570.

%8 Article 61 of the Agreement on Trade-Related Aspest Intellectual Property Rights, Apr. 15, 1994, riakesh
Agreement Establishing the World Trade Organizatidnnex 1C, 1869 U.N.T.S. 299, 33 I.L.M. 1197 (1994RIPS
Agreement).

%9 Lemley & Weiser, “Should Property or Liability Rel&overn Information?” 85 Tex. L. Rev. (2007), 78B-&t 784.

® For a thorough discussion on forms and argument$S® liability see Edwards “The Fall and Rise ofefmediary
Liability Online” in Edwards & Waeldéaw and the Interne®® Ed. (Hart Publishing 2009).

61 Compare to how the Director General of WIPO defitfes“Intellectual property (IP) is the term thatstribes ideas,
inventions, technologies, artworks, music and ditiere, that are intangible when first created, betome valuable in
tangible form as products.” Idrigntellectual Property A Power Tool for Economic GrawfWIPO Publication No. 888,
2003) at 8. A trademark remains intangible througtits life cycle and never takes a physical formtle sense a patented
product or copyrighted work) of a physical produetrademark becomes valuable with the frequendysarccess it is used
in connection with promoting goods or services.

62«A trademark or “mark” is a distinctive name, logosign identifying the source of goods or sersitédris, at p. 18.

8 MacQueen et al. at 727.
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are registered for certain categories of goodseovices, thus the same mark can be registeredffieratit
commercial entities in different product categomesl areas of business. Naturally, neither conotiuser can
enjoin the other from using the mark for the goodservices for which the trademark is registered.

The less distinctive (or original) the mark (ina&bn to the goods or services for which it is Jsebe
narrower the scope of protection. Vice versa theenasbitrary or inherently distinctive the marke thtronger
the protection. The established repute of the ncatkpled with low or high levels of distinctivenegsnerally
awards relatively greater protectishiThus, overtime the trademark owner can createoagiproperty right in a
mark through use, advertising and investmentstthascends the categories of goods and serviceshioh it
was registeretf

Conversely, an owner of a registered trademarkirtgmactice lose parts or all of its right througdsssivity
(acquiescence) or non-use, or be unable to strengdm inherently weak mark that although registrabl
incorporates too closely e.g. the characteristidhi@® good or descriptive terms that must be akibdl¢o others.
The trademark as property is thus inherently nedatid its use for the purpose of distinguishingdgor services
and its scope (although presumed as registerathdgendent both on the acts of the trademark owmerttze
acts of others, be it competitors or other tradé&mamers®

Irrespective of ability of viewing trademarks ag throperty of its holder, the right to excludeimited to
uses in the course of trade and for goods or ss\itat adversely affect the protected functionthefmark®’
Thus, the trademark owner as a general rule doesamirol thegoodsbearing the trademark once they have
been put on the market with its consent norube of the trademarfor the promotion and advertising of said
goods®® Importantly for our purposes, theexists a legitimate secondary markettrademarked goods that
often competes with the trademark owner’s own gamdservices under the same mark; there may existr
trademark owners with equal righia the trademark; and there degitimate uses (also in commeraaf)
trademarks that are not within the trademark owparsiew to prohibif®

Thus, there are direct acts and intentional a@sriay cause confusion (infringement) that are timiess
legitimate. Whether indirect acts may constitutgimgement is naturally informed by this market dé@nd
economic context.

4.2 Trademarks as intangible property: Is all peoty equal and the same?

4.2.1 Depriving the owner of property or possession

Intellectual property, including trademafare considered personal property today.71 The Eiénvexplaining
the policies for a better life underlying the Treaf Lisbon states that since “the tools of intefieal property:
trademarks, designs, patents and copyright, ar&viagiforce for innovation growth and competitivess”,

64 Case C-251/95ABELv Puma[1997] ECR I-6191 at 24 arfdanon supra note 46 at 16.

% MacQueen et al. at 570.

% MacQueen et al. at 570.

67 Case C-10/8HAG GF (HAG 11)[1990] ECR 1-3711 at 13-14 ar@hnonsupra note 46 at 28.

% See cases cited supra at 20 and accompanying text.

8 Waelde, “Search Engines, “Keyword Advertising dmdde Marks” in Edwards & Waelde at 269.

0 Even the goodwill arising from a trademark or thgitimate expectations related to a trademark iegigdn can be
classified as possessions that enjoy protectioreutice European Convention of Human RigMan Marle and others v
Netherlands26 June 1986, Series A, vol.101, at para 41 (gdbcind Anheuser-Busch Inc. v. Portug&luropean Court of
Human Rights, ECHR- 73049/01, Oct 2005. at pararéd¢tmark application).

™1 will sidestep the question of whether legal pasmay enjoy fundamental rights (property) pratectn the European
Union, although it is not as straightforward arugssas for instance in the United States, wherenwential actors regularly
enjoy protection of e.g. commercial speech undeiFihst Amendment of the United States Constitution.
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therefore, it is necessary to simplify the processfetheir protectiod? The Treaty of Lisbon by reference to the
Charter of Fundamental Rights protects intellecpuaperty under the property clause; i.e. Articte7B

Instead of making intellectual property rights fantental rightper se granted rights enjoy protection under
the general protection of ownership and possessfdPotection of property as a fundamental righted#ffrom
and is more complex a question than protectingehalts of innovation or creativity as socially idakle results
in themselve$® For example, fundamental rights protection of jerop ownership has always been subject to
restrictive regulation in the general interest imrd@pe’® While European governments must prove necessity to
protect :;177general interest, governments are giviele wiscretion in defining protectable interestsl daheir
necessity.

4.2.2 Defining property and its object

Property protection for intellectual property was always evident. Indeed, the inability to defthe object of
the right in physical terms; as tangible objecttead of intangible information, has been problémaVhile it
is relatively easy to allow for transfer or assigaminof an intangible resource between consentinigpait is

2 The objective of harmonizing intellectual propertjfaws is manifested in Art. 118 TFEU.
http://europa.eul/lisbon_treaty/glance/better_lifééix_en.htm (last visited 15 Apr. 2011)

3 Art. 6 of the Treaty of the European Union incagiing the Charter of Fundamental Rights (2000-1EMOfficial
Journal of the European Communities C 364) into BAJ [@onsolidated versions of the Treaty on EuropeaiotJand the
Treaty on the Functioning of the European Uniononéblidated version of the Treaty on European Uni@onsolidated
version of the Treaty on the Functioning of thedpwan Union - Protocols - Annexes - Declarationseaad to the Final
Act of the Intergovernmental Conference which addpbe Treaty of Lisbon - Tables of equivalencesddf Journal C 115
, 09/05/2008 P. 0001 — 0388. For a thorough disonssn intellectual property rights and fundamemights see Mylly,
Intellectual Property and European Economic Consittual Law The Trouble with Private Informational Pawe
(Gummerus Kirjapaino 2009) at 207

"4 Explanations relating to the Charter of FundameRights, Official Journal C303Volume 50, 14 Decen®@®7, 2007/C
303/02 at C 303/23. “Protection of intellectual pedp, one aspect of the right to property, is eiflli mentioned in
paragraph 2 because of its growing importance amdn@mity secondary legislation. Intellectual progerovers not only
literary and artistic property, but also patent dratle mark rights and associated rights. The gteea laid down in
paragraph 1 shall apply as appropriate to intelkqtroperty.” The discussion on whether copyrightself is a human right
will be sidestepped here, since trade mark rightleuno circumstances can be included in that debat

S The justification for protection, whether as prdpeor as sui generis rights, flows from protectiomder the so called
incentive theory. At least patent and copyrightt@ction it is argued create incentives to invend areate new artistic
works. Simply stated “[T]he continuum from problemto knowledge -> to imagination -> to innovatiento intellectual
property and finally -> to the solution in the forofi products, continues to be a powerful drivingcéo for economic
development.” Idris, at 17. GolliDriving Innovation Intellectual Property Strategiésr a Dynamic World(Cambridge
University Press 2008) at 36 (incentive theory) &8dsearch cost rationale). See below for problefrepplying this logic
to trademarks.

76 Article 17 of the Charter of Fundamental RightgtRito Property: 1. Everyone has the right to ouseg, dispose of and
bequeath his or her lawfully acquired possessiblassone may be deprived of his or her possessiowgpe in the public
interest and in the cases and under the condifiomdded for by law, subject to fair compensatiaing paid in good time
for their loss. The use of property may be regdldig law in so far as is necessary for the geriatatest.2. Intellectual
property shall be protected.

By contrast, in the United States the power of emirdomain is limited by the language of the stedalakings Clause of
the Fifth Amendment to the United States’ Condtitut The Fifth Amendment to the Constitution of theited States reads:
No person shall be held to answer for a capitabtherwise infamous crime, unless on a presentmeiidictment of a
Grand Jury, except in cases arising in the landawal forces, or in the Militia, when in actual\dee in time of War or
public danger; nor shall any person be subjectifersame offense to be twice put in jeopardy ef ¢if limb; nor shall be
compelled in any criminal case to be a witnessregdiimself, nor be deprived of life, liberty, oroperty, without due
process of law; nor shall private property be taleerpublic use, without just compensation.

" See e.gBruncrona v. Finlandg 65, European Court of Human Rights, ECHR- 41673¥@8;. 16, 2004 and.A.Pye
(Oxford) Ltd. v. the United Kingdorat § 42, 46. See also Craithe Lisbon TreatyOxford University Press 2010) at 221.
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conceptually difficult to allow rights against therld in an object that escapes manifestation iysjgal terms
or definition. This is because our modern undeditamn of property, including many legal categoriaas, is
built on a distinction between sharable, transfierabd tangible objects and autonomous personsbjedts that
may turn objects into property, but are themseharopertizable.

Radin explains the problem inherent in finding tiadal justification for intellectual property ggoperty
with a division between tangible objects and intaleginformation’® In Kant's and Hegel’S world that
strongly distinguishes between subject and objbetproperty construct is an essential tool foogmizing the
person (or subject) exercising its freedom and twilits fullest, thus controlling or manipulatingjects. Under
this view, the world is divided in two parts; oretbne hand, what is in the mind or part of a peesmhon the
other hand, what is of the pre-existing physicatldid/Nhat makes intellectual property problemasit¢hat it has
as its object what is considered to be within thalm of the subject (ideas, creativif§)The solution for
intellectual property was to view the process demalizing internal ideas and embodying them irobject as
a means of propertizing or commodifying otherwispnopertizable elements.

If we view trademarks through this lens we are mg®n element: we have an intangible resourcenbut
physical embodiment of this intangible informatidrhen again, one could argue that trademarks aré¢heo
product of creative effort and therefore not withire personal, subjective realm to begin with. Thesy we
could view trademarks as mere fruits of investn@ritme, money and (non-creative) effort and undeckean
labour theory justify affording property rights tiee end result, however intangible. Thus, we hapergonal
possession that cannot rightfully be misappropidte others?

4.2.3 Describing scope and limits of property

The problem of intangibility however, remains, whassessing the scope of this right. Property theoty
sanctions trespass of the boundaries of the pypgaraddition, even physical property is not abssjl property
rights may not be exercised in a fashion that eseatnuisance to othéfsDue to the ambiguous and relative
nature of trademark rights, trademark law, moreciigally infringement analysis, decides the issdigrespass
separately in each case. However, the powgrgperty rhetoriceasily equates each successful conviction of
trespass with expanding the inherent boundarie® ofthe scope of the property right; thus cumuédyi adding
actsthat the trademark owner is entitled to prohibitinlike a plot of land that remains fixed in sizgyardless

of instances of trespass, the intangibility of énawrks allows them to grow by the acts of the & owner
and others.

8 Radin, “Information Intangibility” in Granstrand ¢B) Economics, Law and Intellectual Property SeekingitBgies for
Research and Teaching in a Developing Figlthwer Academic Publishers 2003), at 397.

9 Hegel,Grundlinien der Philosophie des Recht820, translated as Philosophy of Right by S W Dyid96, available at
http://www.marxists.org/reference/archive/hegelkadpr/printrod.htm (last visited 15 Apr. 2011) a8 “That a reality is
the realisation of the free will, this is what issamt by a right. Right, therefore, is, in genere¢eflom as idea.” also
discussing Kant’s Theory of Right and at § 33 Adudlitf\WWhen we speak of right, we mean not only aiight, which is the
usual significance of the word, but also moraliyhical life and world-history. These belong tosthéalm, because the
conception taking them in their truth, brings thalintogether.Free will, in order not to remain abstract, mustthre first
instance give itself reality; the sensible mategiaf this reality are objects, i.e., external ttanghis first phase of freedom
we shall know as property. This is the sphere of &mnd abstract right, to which belong propertytive more developed
form of contract and also the injury of right, i.erime and punishmerithe freedom, we have here, we name person, or, in
other words, the subject who is free, and indeedifrdependently, and gives himself a reality in ¢lsihAuthor’'s emphasis.
8 Radin at 397.

81 Radin at 398.

8 Gollin at 38.

8 Radin at 399.

8 When property is viewed as a value in itself tradek protection becomes the only guiding princigfienarket regulation.
See Ullrich, “Legal Protection of Innovative Techogies: Property or Policy?” in Granstrand at 46Juing against such a
rationale.
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The more there are acts that are classified asriggments the broader in scope the property gf6\Wiis
is a unique feature of trademarks that are notreritly restricted by elements of personhood thanhoabe
propertized (flowing from ideas and creativity)nfidarly, trademarks are not limited in time. Théafure makes
them more like real property (land) than other ferof intellectual property that are inherently kied in time.
Consequently, trade mark protection suffers lessnhm practice than other intellectual property, emh
attempting to define an elusive and abstract iiglain intangible object with property law language.

In a recently delivered opinion Advocate Generadt@mjak, however, gets to the proper point; “frdma t
legal point of view...a trade mark is an expressidrthe proprietor’s intellectual property right, whi is
ultimately considerably restricted by the recogmitin law of the possibility of limitation of rigst.*® Thus,
whether or not trademarks are considered protextafiperty, does not solve the issue of when topeity
right is infringed. Viewing a right in isolation idoubly problematic in the real world gfade mark thickets
where the legality of coexistence and concurregisteations of (property rights in) identical omslar marks is
presumed. Competing interests triggered can thubdse of other trade mark owners, other propestyess or
holders of other rights.

4.3 (In)completeness of EU regulation and othetgceted interests

European integration is a constantly evolving psscéhe ‘end’ of which is not fixed and the residltvhich lays
somewhere between nation states and intergoveramempanizations without thereby constituting a
federatior?” Equally elusive is the concept of EU constitutiolaav described as “a moving target subject to
continuous change and compris[ing] several layéiistegration varying in geographical scope”. Ndhefess,
the constitutional building blocks; the essentialues, principles and objectives of the integratiegime; its
basic normative structure and hierarchy; and ceedéence and interaction with national legal instins and
orders, are visible and ré&lAssuming the EU and its legal order is self-sustdi and the grey area here at
issue thuss covered by EU rules, establishing what, if angiiests other than those specifically manifested in
substantive secondary legislation, are protectethbyEU legal ordéf, still remains a challenge. However, an
attempt will be made nonetheless.

8 Ullrich at 445-446 argues that this confusion lesw justification for property protection with aght to restrain
competition is prevalent in intellectual properdyvl

86 Opinion of Advocate General Trstenjak in Case82/49 Buckjovicky Budvar, narodni podnik v Anheuser-Busch, In
delivered on 3.2.2011 at 64. Internal footnotestmai AG Trstenjak speaks here from a trade masetnial perspective and
indicates that all limitations must be preciselffimed in law, meaning the Trademark Directive. Ttmntext of the
discussion relates to whether national rules caallbeved to apply in the context of interpretingtidie 9 of the Trademark
Directive on acquiesence, i.e. loss of rights dugassivity on the part of the holder of the seniark.

8 Craig at 29 and Rosas & Armail Constituional Law An IntroductigifHart Publishing 2010), at 3 and 5.

8 Rosas & Armati, at preface and 6-7 and 42.

8 Craig at 247 and Rosas & Armati at 12-15 and 43ptireiple of protection of fundamental rights, lindes the principle
of judicial review and the exclusive jurisdictiof the ECJ, which constitutes the foundation of EW.|&rimary written
(treaties with protocols) and unwritten (generahgples of EU law) EU law further cements the EdJaacomplete system.
%It is assumed that Member States according tpthiple of pre-emption may exercise their compegeonly to the
extent that the EU has not, and shall neverthalessake measures that would frustrate the objestif EU legislation
(primacy of EU law). Likewise, its institutions armmburts must interpret existing national provisiandight of EU law
(principle of consistent interpretation). Conveysdbllowing the view that the EU legal order consgs of not only its
institutions, but is also decentralized to Memb&até&s’ institutions, it is assumed that there isgeneral obligation on
Member States to defer to a passive EU legislat@réas of formal EU competence and lay in waiforga solution from
above. Instead, because of the effect of the giesiof subsidiarity and proportionality (ArticleTEU) Member Statesay
and should EU has competence only to the extent that the lexersized it and shall always limit its harmamgzacts to
what is necessary and proportionate to achieveutpose) legislate when necessary and appropti@tsolve problems
arising from societal development, guided of couogethe principle of sincere cooperation. (ArticleTEU). This is
particularly important for our purposes, becaugeriphts, freedoms and principles enshrined inGharter of Fundamental
Rights did not extend the competence of the EU.i¢kerts TEU). The principles mentioned above are péathe general
principles of EU law and thus binding primary EWvl¢hat needs to be taken into account when inténgrerovisions of
EU secondary legislation or national legislatiopiementing them. See Craig at 146.
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Article 2 TEU states that the EU “is founded on tadues of respect for human dignity, freedom, denacy,
equality, the rule of law and respect for humaintsgincluding rights of persons belonging to mities”; all
values that are common to the Member States. Adthawt necessarily encompassing the substanceeoffisp
fundamental rights, it nonetheless, constitutesommitment to the principle of protecting the righaad
freedoms of citizens a commitment that is sharet wach national legal system in the EU MembereStatn
addition, the general principles of EU law that éndeen repeatedly confirmed by the ECJ have thasstd
primary law although only some (most notably thea@r of Fundamental Rights) of them have beenfieoli
into written primary law?

International agreements to which the EU is paaietprecedence over secondary law, namely regngatio
and directives. Such agreements do not necesdailg direct effect, i.e. EU secondary legislationld be
reviewed for legality against specific provisiomsdn international agreement to which the EU igypakll
WTO agreements for example have consistently betergireted not to have direct effect in EU [t is only,
when the EU has specifically intended to implemergrovision of an international agreement in seaond
legislation that it can be reviewed for conformiitylight of the specific obligation under interratal law®* In
any event the ECJ has exclusive jurisdiction to enstkch assessméhtThus, neither the TRIPS Agreemént
nor its provisions on trademark protecfibman under EU law be interpreted to fix the leveltrademark
protection to a level from which the EU or Memb¢at8s may not derogaieThis is not to say that provisions
of international agreements that do not constipate of the EU legal order do not or cannot hadectfon the
interpretation of EU secondary legislatitn.

Instead, the grey area between the provisions ridws directives is guided by the general princgpdé EU
law as well as the treaties, namely the TEU andrfieU with protocols, i.e. primary EU la#? Primacy of EU
law in this regard works both in relation to intexting secondary EU legislation and in relatiorptacing an
obligation on Member States to interpret and appyional law, in particular the provisions introddcto
implement directives, in conformity with EU laif* In fact, the ECJ held in tHeromusicae case that national
courts (and national regulators when transposiegditectives) when confronted with conflicting pigigns of
directives are required to balance the fundameigfiais at stake and choose the interpretation ofdgjfislation

°1 Rosas & Armati at 42-43 and 47.

2 Rosas & Armati at 45.

%3C-93/02 PBiret Internationalv Council [2003] ECR 1-10497 at 52, and Case C-37@h Parys[2005] ECR 1-1465 at
39.

% Case C-351/04kea Wholesale Ltd v Commissioners of Customs & EXg607] ECR 1-7723 at 30 citinBiret andVan
Parys

% Case C-149/9Bortugalv Council[1999] ECR 1-8395, at 4Biret at 53; and/an Parysat 40 and the case-law cited)

% Case C-238/06 Meveley Holding v OHINI2007] ECR 1-9375.

97 Case C-491/0The Queen and Secretary of State for Health, etepBritish American Tobacco (Investments) Ltd

and Imperial Tobacco Ltd, supported by Japan Tobaex. and JT International SA2002] ECR [-11453 at 154-156
rejecting the argument that Article 20 of the TRIREeement stating that “the use of a trademarkl stdlbe unjustifiably
encumbered by special requirements” would havecde#fect that would preclude the EU from legisigtito prohibit the
display of trademarks on tobacco products.

% |n one case the ECJ has recognized that a sppoifitsion of the TRIPS Agreement, i.e. Article 50athe obligation of
providing effective provisional measures for enéanent of intellectual property rights, although hating direct effect in
EU law (at 44), may have direct effect in Membeat&s, if the EU has not legislated in the are@%a49). Joined Cases C-
300/98 and C-392/9&arfums Christian Dior SA v Tuk Consultancy BV (C/98D and Assco Gerliste GmbH, Rob van
Dijk, trading as Assco Holland Steigers Plettac N, v Wilhelm Layher GmbH & Co. KG, Layher BV (2288) This
point is now mute regarding that provision, sirfoe EU has legislated in the area in the form ofEhforcement Directive.

% Rosas & Armati at 62.

100 Rosas & Armati at 45-46.

101 Craig at 147. Giving effect to both the principfeconsistent interpretation and the duty of sinasveperation. Rosas &
Armati at 59.

313



JICLT

Journal of International Commercial Law and Technology
Vol. 7, Issue 4 (2012)

that strikes a fair balance between competing éstsr®

following:

According to the ECJ this obligation entails the

“As to these directives, their provisions are ligklyy general, since they have to be applied to
a large number of different situations which maigseaiin any of the Member States. They
therefore logically include rules which leave themwber States with the necessary discretion
to define transposition measures which may be adapb the various situations
possible...That being so, the Member States must..dafeto rely on an interpretation of the
directives which allows a fair balance to be strbektween the various fundamental rights
protected by the Community legal order. Further..ahthorities and the courts must not only
interpret national law in a manner consistent wliibse directives but also make sure that they
do not rely on an interpretation of them which wbble in conflict with those fundamental
rights or with other general principles of Commuynitaw, such as the principle of
proportionality.*®

Similarly, the basic economic freedoms includingefrmovement of goods and services are part of EU
primary law!®* Protecting intellectual property is nonethelesovedd, however, right holders have been
restricted in the exercise of (national) rights ewhhe exercise unduly restricts free movemenboflg (Art. 36
TFEU). However, the economic freedoms do not necégsrump fundamental rights nor vice versa, éagt a
balance should be struck between competing in&®€sDnly absolute fundamental rights and freedomsh suc
as the right to life or prohibition of torture anthumane or degrading treatment are superior terajeneral
principles of EU law®®

In addition to the more traditional economic freedofundamental rights are of growing importance in
interpreting secondary legislation of the EUJ.Competing interests triggered in our case of aeraig the
legality of keyword advertising are manifested intidles 11 (freedom of expression and informatiold,
(freedom to conduct business), 17 (right to prope&6 (access to services of general economicastgand 38
(consumer protection) of the Charter of Fundamemaihts. Likewise, the principles of legality and
proportionality of criminal offences and penaltesshrined in Article 49 of the Charter of Fundaraéftights
are important when assessing extension of liakfitytrade in counterfeit goods.

102 ¢.275/06 Promusicag2008] ECR 1-271 at 68-69. For a detailed discussiorthe Law of Balancing and analysis of the
Promusicae-case see Groussot, “Rock the KaZaa: An@lash of Fundamental Rights” CMLR 45: 1745-1766,8200
commenting on th@romusicae-case at 1757-1762.

103 Aythor's emphasis. Internal references omitRmusicaet 67-68.

104 As developed in ECJ case law on the interpretatiom Article 34 TFEU starting with Case C-8/Dassonville[1974]
ECR 837 and Case C-120/R@éwe-Zentra]1979] ECR 649 Cassis de Dijopand clarified in Joined cases C-267/91 and C-
268/91Keck and Mithouard1993] ECR 1-6097. These freedoms are not absgbute/iding the principle of proportionality
and general principles of EU law is respected asttictions are based on explicit TEU an TFEU yrgabvisions, case law
or secondary legislation.

15 |n the Case C-112/0Gchmidberger[2003] ECR 1-5659 the Austrian government had giyermission for a
demonstration on Brenner motorway, the sole traosie between Germany and Italy, which in effectildalose it for two
days and thus hinder the free movement of goodshfmrtime. (Schmidberger also alleged Austrianslagon restricting
lorries in excess of 7.5 tons on weekends as wgeBank holidays constituted a restriction on the freovement of goods.)
The court noted that the prohibition on imposingtables on the free movement of goods in Art. 30 34) was applicable
and the failure of the Austrian government to Bademonstration was in breach of Art. 30 and &#ess the failure could
be objectively justified (at 64). Since both the Bl the Member States were required to respedafuantal rights (at 71-
74) (here freedom of assembly and expression) fireitection could amount to a justification for tretion of the free
movement of goods. The measures, if proportiomatght of the legitimate aim pursued in protectiigmdamental rights,
would be justified (at 80). See also Craig at 222:22

108 schmidbergesupra note 105 at 80.

107 Art. 2 and 6(2) TEU and the Charter of FundameRtghts. The Lisbon Treaty places an obligationt@EU to accede
to the European Convention on Human Rights. Craiat
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It is important to note that these principles @oginformative of thaesult of balancingbut should, be taken
into account in theprocessof balancing Similarly, they may act as procedural counterlwtigin the
interpretation of substantive legislation that édess only one interest group, e.g. the trademémctive or
when specific provisions of one directive are pitagainst general provisions in another directf¥éxisting
interpretations of secondary legislation could atsenefit from a contextual approach, especially whe
seemingly conflicting provisions are at stake.

For example, the ECJ has repeatedly referred teshkential function of a trade mark.

“Trademark rights constitute an essential elemanthe system of undistorted competition
which the Treaty is intended to establish and ra@intn such a system, undertakings must be
able to attract and retain customers by the quafittheir goods and services, which is made
possible only by distinctive signs allowing thembmidentified.”

In that context, the essential function of a traaErk is to guarantee the identity of origin of timarked
goods or services to the consumer or end user bpliag him, without any possibility of confusiom t
distinguish the goods or services from others winialie another origin. For the trade mark to be ablilfill
its essential role in the system of undistorted petition...it must offer a guarantee that all the d®or services
bearing it have been manufactured and suppliedruheéecontrol of a single undertaking which is @sgible

for their quality™°

Protection is restricted to instances where ansthise of a sign or trademark is liable to afféwt éssential
function or other protected functions of trademarks

We can contrast two cases that approach the qoedifferently, to illustrate the point. RecentlyetBCJ has
allowed protection of the investment and adveridunction of trademarks, by way of restricting ttight to
use another's mark, when it causes serious dettimethe advertising function of the trade mé&rkin the
L'Oreal-case unfair advantage was taken of a mark witepaitation, where the third pargpught[intent],
through the uséact] of a similar sign, to ride on the coat-tafsthe mark with a reputation in order to benefit
from the power of attraction, the reputation and firestige of that mark and exploit, without payiugy
financial compensation, the marketing effort expahdby the proprietor of the mark in order to create
maintain the mark’s imagée™*® In practice, the ECJ thus gave the trademark owartrol over uses that have
not traditionally been considered within the realfrthe trademark owner’s right, e.g. referenceht narket
leader’s trademarks or products in comparative didireg.** Intent to harm was inferred from the act of using a
similar mark

108 As in the Promusicae and Google Adwords cases.

109 Case 3/7&entrafarm[1978] ECR 1823, paragraphs 11 and 12; Case C-3193fhn[1999] ECR 1-6927, paragraph 21,
andArsenalsupra note 1@t 48, C-297/0Q.TJ Diffusion SA v. Sadas VertbaudetES2R 1-2799 [2003] para. 44.

110 case C-102/7Hoffman La-Roch@l978] ECR 1139 at 7, Case C-299/8ilips v Remingtofi2002] ECR 1-5475 at 30,
Arsenalat 47-48 Gillette at 26 supra note 17 atbpadat 22 supra note 22.

11! canonat 28 andViedionat 23 supra note 46, ambogle Adwordsat 88

112 gréal v. Bellureat 49-50 supra note 17.

113 Author's emphasis. To the court, the use itselfdated that the defendant ‘sought’ to harm.

H4«The proprietor of a registered trade mark istéedito prevent the use by a third party, in a carapive advertisement ...
of a sign identical with that mark in relation toagls or services which are identical with thosevibich that mark was
registeredeven where such use is not capable of jeopardidiegessential function of the maskhich is to indicate the
origin of the goods or services, provided that susk affects or is liable to affect one of the otfumctions of the mark.
Author’s emphasid.’oréal v. Bellureat 65 supra note 17.
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In contrast, the ECJ in the Gillette -case considarse of another’s trademark in comparative aibuegt
and reached the opposite conclusibriThe fact that the third party uses the trade narkonvey its message
does not “mean that it is presenting that prodadieing of the same quality as, or having equitglesperties

to, those of the product bearing the trade m#rkastead, the national court should assess théysessessing
the overall presentation of the product marketadpdrticular 1) the circumstances in which the éracark is
displayed; 2) the circumstances in which distintti® made between the trade mark and the defersdarark
and; 3) the effort made by the defendant to enthae consumers can distinguish its products froentthde
mark owner's products’ Assessing the use from the perspective of whetiene is harm to the trademark
owner’s interests or whether the acts of the defahdisplay respect for the legitimate interesttheftrademark
owner, thus reflect how consideration of competintgrests can be used in the process of decidindebdine
cases of substantive law.

As mentioned aboV&, the ECJ in th&ooglecase, found no harm to the investment or advegiginctions
of a trademark inflicted by the operation of a sysiof keyword advertising. Such a finding would éaeemed
all (acts) uses of trademarks as keywords, inclydises by retailers, consumers and parallel imprte
infringing. The court nevertheless, held that savacts, i.e. uses of marks in keyword advertisaitpough not
considered infringing in that case, were within gheview of the provisions of the Trademark Direetiand
hence could be uses that the trademark owner woeleéntitled to prohibit. Thus, the court indicatidet
Google’s role in assisting sellers in drafting tbemmercial message or selecting appropriate keyavord
(although automated) could amount to acts that evbel infringing. While, the court went out of itawto find
a safe harbor for Google in Article 14 of the E-Goernce Directive for hosting it clearly indicatedtlGoogle’s
direct acts in relation to the operation of thewesd advertising system may not be considered aktltat is, of
mere automatic, technical and passive nature. Bléytfor the Google court indicated not only pagtyion the
part of Google, but also lack of knowledge and aariver infringing activity*'°

AG Jasaskinen in his opinion in théOreal v. eBaycasé? criticized the ECJ’s reading of Article 14 of the
E-Commerce Directive. Unlike the court the AG does view Articles 12-14 of the E-Commerce Directa®
exceptions to liability for ISPs that should beenpreted narrowly, but merely as restatements wtiag law
without any such intended efféét. First, he criticizes importing a neutrality reqgritent into Article 14 based
on recital 42 that discusses such a requirement ionkelation to Articles 12 and 13 of the E-Comueer
Directive, i.e. concerning mere conduit and casfhfAd duty to expeditiously remove or disable accesthe
information concerned, is only triggered “upon dhitag actual knowledge or awareness of illegahatigis”.**

This duty must be limited by the freedom of expi@s®f others* While both commercial communications
and proprietary interests of trademark holderspmgected by the Charter of Fundamental Rights lanica
between them must be struck. Indetb@, property right is limitedin the context of electronic commerce, [since
it] may not take forms that would infringe the riglof innocent users of an electronic marketplackeave the
alleged infringer without due possibilities of ojtn and defenceThe property right is protectday specific
means such as e.g. a notice-and-take down procedhreh the ISP is required to cooperate with idesrto
enjoy freedom from liability*®

15 Gillette supra note 17.

1 Gillette supra notel 7 at 47.

17 Gillette supra notel 7 at 46.

18 gee references in Sec. 3.

19 Google Adwordsat 113 and 114

120 Opinion of the AG in Case C-324/Q90real v. eBay9 December 2010, at 139-151.
121 AG OpinionL'Oreal v. eBayat 136. Instead he views them as restatementarifioations of existing law.
122 AG OpinionL’Oreal v. eBayat 140-142 and 146.

123 Recital 46 of the E-Commerce Directive. AG Opinid®real v. eBayat 142.

124 Recital 46 of the E-Commerce Directive

125 AG OpinionL'Oreal v. eBayat 157-158.
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Thus,actual knowledg®r awareness arises when served with a specific coder or notice that cannot be
based on mere suspicion or assumption regardiegaiity*® Similarly, it would not seem possible under the
general prohibition in Article 15 of the E-CommeiR&ective, to accept construed knowledge, i.et tha ISP
‘should have known’ or had ‘good reasons to suspkegality.’?” The AG noted that ‘actual knowledge’ of
future infringements could arise, when the samer wgzs allowed to continue infringing the same mark,
however, he noted that a more general knowledgengffuture infringements of the same mark would not
amount to the requisite ‘actual knowledd&.

Again, comparing the approaches of the ECJ inGheglecase with that of the AG in tHeOreal v. eBay
case shows how reading the rulings of the ECJaitketmark cases in either a pure trademark lighteobtoader
light of balancing competing protected interestighlights alternative ways of bridging the (greyeay gap
between the Trademark Directive and the E-CommBiceective.

5 Conclusion

When a new asset comes into being, does it conoebiging pre-owned by someone holding a conceptually
neighboring assEf, because it has value to that holder and affettg inere proximity or should a new balance
be struck taking account of the context of the rafrkhe interests of all commercial actors as vesll
technological and societal developments, and tintkent or benefit to consumers? This article asgtnat the
process of decision-making should be informed byrarket interests (legally channeled through Enpry
law) also when interpreting provisions of secondagislation that considers only a narrowed seintdrests.
Assessing provisions for proportionality in relatito their legitimate aim would allow for an altative
approach in bridging gaps between overlapping oflicting directives and interpreting grey areagid law.

goooo

© 2012 Katja Weckstréom. This work is licensed undeCreative Commons Attribution-
Noncommercial-No Derivative Works.

Cite as: Weckstrom, Katja.Trademarks in New Marl&tsple Infringement or Cause for Evaluatialdurnal
of International Commercial Law and Technoloy|.7 Issue 4 (October, 2012)

126 AG OpinionL’Oreal v. eBayat 160 and 162.

127 AG OpinionL’Oreal v. eBayat 163.

128 AG OpinionL’Oreal v. eBayat 162, 167 and 168.

129 Radin asks and discusses this question by anadogat property “ Even in a state of nature witlowned land available,
a physical land-owner would not be deemed the owhan adjoining physical property just because ialuable to her.”
Radin at 401.

317



